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Toronto, 
26th Pebruary, ! 
a ¥ 2 Se i 


Hydro Bleetric Inguiry Commission, 
We De. Gregory, “Usq., Chairman, 4 
TORORTO, ONTARIO. 


Re GENERAL REPORT 
Sandwich, Windsor & amherstburg Railway 
- and o 

Oe Ble 


Mr. Ghairman and Gentlenmen:- 


In accordance with your instruetions, a general 
report on the Sandwich, Windsor & Amherstburg Railway and | 
the Windsor and Teeumseh Slestric Sailway, has been made | 
aieng the general lines mgr bey of by the Commission on | 

t 


January 2nd. The werk keen done under my direct personal 
digo) idan. : 
| 


Supervisien as per you 

fhe reports of Messre. Priee, Vaterhouse & Coe and 
Messrs. Clarkson, Gorden and Dilworth have been used in the 
preparation of the report amc in addition complete studies 
have been made of all evidences taken at the public hearing 
held in connection with the System. The report falls naturally , 
iato two distinet parts. The first part includes seetions | 
entitled “Chronological Chart", “Historical Sketch", “Physical” 
"General Zeonomics”, “General Relations", and “Legal Issues* 
which Seetions are & recital of facts together with explanatory 
matter. ‘The Second part entitled “Summary” is in effeet a 
series of my own personal deductions and showld be considered 
as suche 


(Gaia In reference to the first part of the report referred 
: $0 above, it is pointed ont that wherever use has been made of 
_ @tatements, figures or opinions given in reports by the auditors 
these have been carefuliy checked by the auditors and are 
completely concurred in by theme 


The evidence and reports forming the basis of this 
report are appended hereto, and im order to facilitate reference 
to the documents in question on the right-hand margin of the 
repert throughout will bs found abbreviated yet ase 
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fhe follewing chronological chart has been prepared 
with the object of showing the beginning and development of the 
Sandwich, Windsor and dmherstburg Railway, together with the 
various cireunstances ieading up to the taking over of this 
Syetem by the Hydro-Blectric Pewer Commission under the Hydro 
Blectric Railway Act. Wo reference is made in this table to 
the power situation ‘oT @) | BIN An as.this is more easily 
dealt with in the separate report om the Eesex Systeme The 
local distribution system in Windsor, ewned 7 the Sandwich, 
Windsor and Amherstburg Railway, which was taken over at the 
date of the purchase of the Railway and sold to Windsor, may 
de considered as a part of the Railway System so far 4s this 
ehart is concerned. In this chart, the Hydro-Electric Power 


Commission is referred to as the Commission and the Sandwich, 


Windsor and Amherstburg Railway as the S. W. & A» Rai lway. 


167 2 
‘Ma reh and Sandwich and Windsor Passenger Railway incorporated. 


April 23rd Wame of Company changed to Sandwieh, Windsor & 
Amherstburg Railways 
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April 18th City Railway Company incorporated. 


29 0 3 
Dee, 28ra 


Jane 20th 


Mareh 29th 
Sopt.29th 
2.337 


duly 19th 


Septel@th 


S. We & Ae Railway purchases People's Electric 
Company of Windsor, Limitede 


Windsor and Tecumseh Electric Railway incorporated. 


Gity Railway Company conveys to S. WU. & Ae Railway 
all rights and property, ete. 


Se We & AG ae Jo Windsor & Tecumseh 


Electric Railway. 


Resolution of Windsor Council requesting the Con- 
mission to estimate md report on construction ef 
electric railway from Ojibway running through 
Windser and Walkerville to Belle River. 


Resolutions from Windsor, Walkerville and Sandwich 
requesting the Commission to investigate and report 
ou an @lectric railway system through these muni- 
cipalities. 


Resolution submitted to the Commission from Windsor 
requesting estimate for the construction of a city 
line to be operated as a municipal enterprise. 


Deputation from Windsor to the Commission re railway 
8 i tua tione 


Windsor Council recommends request that Commission 
investigate and report on plans for taking over the 
System of the 5. We & Ae Railwaye 
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Oete #th 


April 1ith 


May 6th 
May 

June 
July Tie 


duly 29th 


Sept. ord 


Resolution from Windsor requesting estimates and 


ort 
(a) on the construetion and operation of an electric 
railway paralleling existing 5. W. & Ae Railway 
tracks, 
(2) om the aequisition of the latter. 


Resolution requesting the Commission to take over 
the S. W. & Ae Railway adopted by a meeting of re~ 


presen tatives of the following uine municipalities, 


Amherstburg, Anderdon, Ford City, Ojibway, Sandwich, 
Sandwich Bast, Sandwich Yest, Walkerville and Windser. 


Resolutions passed by the nine municipalities. 


fhe Commission's Engineers made a tentative valuation 
thich was not considered satisfactory for submission 
to the ns iy alities as it was made without the 
Railway' cocoparathe! tigne 


foint Municipal Council meeting at Windsor passes 
resolution requesting the Commission to make in- 
ventory and valuation aud begin negotiations having 
in view the taking over of the &. We &@ de Railway. 


®he Commission passes resolutions directing the 
Chief Engineer to prepare valuation. 


Valuation made by the Cemmission of the Se Ys & As 
Railway System. 


Wegotiations for purchase of S. We. & de Railway 
pFrGEress « 


By-law allowing increase of fares by 5. We & Ac 
Railway defeated after vigorous campaign. 


fhe Commission confirm willingness to reconmend 
purchase of properties at 92,059,000.00 of Hydro- 
Electrie Power Commission 45% bonds. 


Agreement for purchase of system submitted to Com- 
mission meeting and Secretary directed to apply fer 
Order-in-Council authorizing submission of agreement 
to interested municipalities. 
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1 2 A. 3 ; Cont*d. 


Sept. Srd By-law and Agreement submitted to municipal ities 
amd passed by all except fownship of Anderdon. 


Jams 14th Agreement for sale of SeWek As Railway completed. 
Jams. 20th fhe Commission instruct Secretary to apply for 

: Order-in-Council authorizing execution of agree~ 
ment for purchase of Railway and issue of Com~ 

mission's debentures guaranteed by the Progince. 


April ist Purchase completede 
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Under the agreement dated danuary 14th, 1920, the 
Hydro-Elec tric Power Commission on behalf of the municipal ities 
interested purchased from the Detroit United Railways the physi~ 
cal assets and the capital stock of two subsidiary companies, 
mamely, the Sandwich, Windsor & Amherstburg Railway and the 
Windsor and feeumseh Blectric Railway, and in addition the local 
‘electric distribution system owned by the companies in the City 
‘of Windsor, 


he two railway companies at the time of the pur- 


chase had a route milgag’ ps roximat ely 45 miles, extending 
petween Windsor and Amherstburg 17 miles, and from Windsor to Pes 

@eeumseh 9 miles. There were aiso a certain number of build~ 
ings in the City of Windsor, 4 more detailed description of 2n¥6 

which is given in the section of this report entitled "Physical". 

fhe originel railway known as the Sandwich & Windsor 

Passenger Railway Company was incorporated in March, 1872, for 

the purpose of constructing and operating a line from Sandwéch PW. 
to Winasor, and extending it to Walkerville. This System was er 
enharged and extended by the successive purchases of the Peeple’s 

Electric Company, Limited, the City Raliway Company, the Windsor 

& fecunseh Elec tric Railway and the Ontario Traction Company, 

all of which were ultimately taken over by the Detroit United 


Railwayse Although the System was operated as a whole, there 
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were two divisions known as the Sandwich, Windsor & 
Amheretburg Railway Company, and the Windsor & Tecumseh 
BRiectric Railway, which Companies were kept separate by 
reason of the bonded indebtedness of each. 

’ In view of the character of the development of 
the System, the situation with regard to franchises was cone 
plicated. The road was operated under a number of different 
franchises, aome of which expired in 1922, some in 1934, one 
perpetual franchise, and in one case the road was built ever EVe 
the Compan y's own right of waye Several umeuccessful attempts Pp 
had been wade to have the franchises uniform in point of ma- 
tur ty. | 

| Following Ssesatisfaction in the Border Cities in ky 

@oanection with the operation of the Railway, in or about the hainias 
year 1914, the desire to take over the Railway and operate it 
for their own benefit grew in the local municipalities. It was 

elaimed mot only that the service was bad, and the management 
arbitrary, but that the Company had refused from time to time 
to make the necessary extensions required to take care of the 
increasing population im the Border Cities. It was first suge 
gested by the municipalities that the Commission be approached 
to estimate the cost of constructing a duplicate line, but this 
suggestion was met by a counter suggestion on the part of the 
Commission's Engineers that the existing line should be pur- 
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Nething further was done until 1917 when ecsrtain 
definite extensions to the Sandwich, Windsor & Sahorstbuarg 
Railway were requested by the municipalities. The Railway 
Company refused to make any extensions withent at the same 
time bates granted an extension of ten years to their franchisee 
his extension of franchise was refused by the municipalities. 
fhe Company then endeavoured to compromise by agresing to do 
the necessary werk on the understanding thet the ten years * 
fvandhise would be given, which franchise, however, ceuld be 
bepudnates at any time on one onanre notice being given dy 
‘née aantelgalstion, Even this qompromise was not accepted 
by the municipalities 

It was then that the Windser City Council sent a 
deputation te the Ontario Government te ascertain the ways 
and means by whieh municipalities could take over the Radial 
System on the expiration of the existing franchises, the oh 
ject being to own and operate the System themselvese 1% was 
explained to this deputation that such matters were placed by 
the Ontario Government in the hamis of the Hydro-Elec tric 
Power Commission. The deputation then consulted the Com- 
mission and requested the preparation of a complete survey 
of the radial railway situation in the Border Citiese 

Pellowing this the Commission sent engineers to 
Windsor to inspect and place values om the radial railways, Eve 


2467 
as well as to prepare an estimate of the cost ef the desired 
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extensions.s The lecal manager of the System, however, re- 
fused to permit the valuation autil the Detroit United Rail- 
ways were definitely committed to a policy of sale, in con- 
sequence of which the engineer's estimates were never sub- 
mi tted to the municipalities. 
The municipalities, however, continued to negotiate 
with Sir ddam beck in eonnect ion with taking over the System. 
In May, i916, representatives of the nine municipalities along 
the line of the Railway met in the City Hall, Windsor, ané 
passed a joint resolution requesting the Commission to take 
ever the Railway an: g fom behalf of the municipalities. 
Following this, resulutions were passed separately in ail of 
the tine municipalities and forwarded to the Commission. At 
this time, the employees of the railway were on strike for 
higher wages which could only be granted, so the Railvay Gomp- 
any advised, by an inerease in faree At that time fares were 
giz for twenty-five cents, and, before giving the Company the 
right to collect a straight five cent fare, a By~law was pre- 
pared for submission to the poopie. Phere was a good deal of 
legal feeling in connection with this By-law and during the 
campaign, prior to the vote being taken, Sir Adam Beck spoke, 
and pointed out that if the increased fare was permitted, the 
Amoreaned return to the Company would be capitalized and a 
larger price demanded when the municipalities finally teck 


over the Sys tem. . The By-law wae defeated. The Ontario Rail- 
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way Board then operated the System for a period of approxi~ 
mately two weeks during which time an inerease in wage was 
granted to the employees, and the read handed back to the 
Company for operation. 

Barly in 1919, the Detroit United Railways agreed, 
‘te gnats to a sale, and, following a valuation made by 
the Commission's Engineers, negotiations were conducted be- 
tween Sir Adam Beck, as Chairman of the Commission, and the 
Vice-President of the Detroit United Railways. These negot- EY. 
iaetone, for the most part conducted verbally, and extending basis 
ever a period ea arate Fosuited i an agreement to 
purchase the property, whereby the Detroit United Railways 
agreed to actept $2,039,000.00 worth of 4:9 forty~year de~ 
bentureos of the Hydro Blectric Power Commission, guaranteed 
by the Province of Ontarive 

The necessary by-laws were submitted under the 


Provisions of the Hydre-Electric Railway Act to the nime mnuni-~ 


Cipalities and were passed in all except the Township of a 
Anderdon, the proportion of which was shared amongst the 
other municipalities. 

The necessary Order—in-Council, approving the 
“aoquisition, construction, equipment and operation” of the 
Raiiway, the issuing of “bonds from time to time for the 
amount required for such undertakings", and the guarantee P.¥. 

pode 


on behalf of the Province of “the payment of the bonds so 
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igsued by the Commission", was approved on the 27th of 


Jamnary, 19206 fhis also provided for the issue of the 


mecessary underlying bonds by the municipalities. 


Although the agreement to purehace was dated 


dJamary 14th, 1920, the purchase was not completed until 


April let of that yoar. 

Since the Railway System has been operated by 
the Commission there has been an almost complete rehabili- 
hekion of the roadbed, an extension of lines, provision of 
traskless trolleys, and a more frequent service is provided. 


Lohder Yeon six tickets for twenty~- 


five cents to a drop fare of six cents or twenty tickets 


The fares have been yj 


for one dollar. 
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fhe Railway comprises two di¥isions, one of 
which is operated as the Sandwich, Windsor & Amherstburg 
Railway and the other as the Windsor & fecumseh Electris 
Railway, the Sandwi ch, Windsor & Amherstbarg Railway, 
starting at Windsor, with a short line extending east to 
Walkerville, rums south a distance of 17,7 miles through 
the Town of Sandwich, the Township of Sandwich Vest, the 
“Village of Ojibway, tho Township of Anderdon and the Town 
eof Amherstburg, the southern terminus of the Railwaye fhis 
division alse saaxiabe, Liv. Operated in the city 
of Windsor and the Town of Walkerville. 
| The Windsor & Tecumseh Electric Railway starting 
at Windsor extends easterly a distance of 9.72 miles through 
the fown of Yalkervillie, Ford City, Town of Riverside, Towne 
ship of Sandwich Bast to the Village of fecumseh, the eastern 
terminus of the Railway system. 
fhe Commission put trackless trolley lines inte 


eperation on Lincolm Road in the Town of Walkerville on May 


4th, 1922, and in the City of Windsor on August Grd, 1922 Poe 
pole 

Certain changes have been made by the Commission 
in respect of the routing of cars. P.We 
peS 


fhe Railway preperties acquired by the Commission 
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12 


consisted principally of the following: 


buildings: 


Approximately 45 miles of track inclusive of 
double track, switches, etc. 


26 single truck closed passenger cars 

20 double truck open passenger care 
1 single truck open ™ 

10 double truck closed * - 
1 private car 
5 single truck box cars 
i double truck baggage car equipped with motor 
9 single truck flat cars 
” piew and coustruction cars 
&@ double "“ # plew and construction cars 
i single * line Gare 


The Commission alse agquired the following 


is vinesle () PY 


Office and Preight Shed 

Car House 

Paint Shop 

Repair Shop, Blacksmith Shop 

Carpenter Shop, Boiler Room and 
Engine Room 


Waiting Room 
Section-man's Eouse 


Waiting Room 
Small Freight Sheds 


The following equipment has been serapped and it 


is the opinion of the Superintendent of the Railway that it 


has little or no salvage value « 


21 Open passenger ones 
14 Glosed " 

2 Box Cars 
2 Flat Gare 
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fhe remaining cars taken over by the Commission 


have beon rebuilt or repaired and are now considered to be 


Pee 


good o atin ondition. 
in ¢ perating con on oer: 


fhe Commission up to October Ist, 1922, purchased 


the following relling stock: Pele 
6 Second-hand double truck steel 
clesed cars 
6 Wooden trailers 
17 One~man single truck safety cars 
4 @rackless trolley busses 
4 Double truck one~man safety cars 
1 Double truck baggage car with motor Pes 
: egnuipment and trail car 08 


Details covering improvements made to the property 


by the Commission “¢ wae 


report of Messrs. Price, Waterhouse & Company. 


mines. AS 15, 16 and 17 of the 


fhe improvements consist of very extensive changes 
$0 track aad roadbed, erection of trolley wires for busses, 
the building of a new substation, installation of new bond 
wires, repairs to trolley wires, ote 
| Pewer required in the operation of the railway 
is furnished by the Windsor Hydro-Blectric System on 4 cost — 
basise 

The municipalities and area served by the rail- 


way are shown by the frontispiece. 
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fhe follewing review of the general economics of 
‘he Syston is based on information obtained from the reports 
submit ted by Hesers. Price, Waterhouse & Company, Auditors, 
and Messre. Clarkson, Gordon & Dilworth, Auditers, tegether 
with evidence given at the public hearing held in sonnection 


with the System. 


| fhe price paid for the System was $2,059,000,00 
in for ty year 42% vos és) un ‘yoare-ziee tric Power Commission 
of Ontario dated April ist, 1920, guaranteed by the Province 
of eakaietn. and covers: 

First, the Sandwich, Windsor & Amherstburg Ra il- 

Ways Sunbitten all of the shares of its capital eteck and ali 
its physical assets, lands, rolling stock, buildings, apparatus, 
machinery, franchises, licenses, atc... 


Second, the Windsor & Tecumeoh Blectrie Railway, 


imeluding all outstanding shares as well as itS physical as~ PoeWe 


gets, franchises, eta. yee 
| At the date of the purchase there were bonds, se~ 
cured by trust mortgages, outstanding against these Companies 
to the extent of $789,000.00 as follows: PeWe 
pe Sl 


le Trust mortgage of the Sandwich, Windsor & Amherst<- 
burg Railway for $600,000.00 at 43% maturing 1st 
of December, 1922. 
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~ Hypro-Evectric Inquiry Commission 


Ze trust mortgage of the Yindsor & fecumseh Railway 
Company for $300,000.00,¢f which $189,000.00 was Me, 
outstanding, at 5% maturing september 2nd, 1927, ~“*** 

ye8 

Under the terms of the purchase these bonds were 
mot to be assumed by the Hydro~Blectric Power Commission, but 
bonds of equivalent par value issued by the Commission and 
guaranteed by the Province were to be deposited in escrow 
both as to principsl and interest with the National Prust 
Company, and handed to the Detroit United Railway Company 
ae and when the $789,000.00 of outstanding bond issue of the 


Companies were retired. 


é At the “OOP yeas an issue of Hydro- 
Eleetric Power Commistfo&% bénds of $2,100,000.00 was made 


of which $1,250,000.00 par value were handed over to the 
Detroit United Railway Company, $789,000.00 par value de~ 


posited with the Naticnal rust Company in eserow, as above 
EV 


stated, amd the remai ning $61,000.00 par value hypoethecated 2261 
2282 
with the Bank of Montreal as security for advances te provide P.W. 
pe 19 
for improvements and betterments ef the Rai lwaye pe2l 


The municipalities, pursuant te Section ll of the 
Hydro Electric Railway Act, issued underlying debentures in 
the fam@ amounts, respectively apportiomed as to their shares 
in the capital cost aud equipment of the Railway. These muni- 
cipal debentures corresponded in terms to the debentures issued 


by the Hydro-Electric Power Commission. It is to be noted, 
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hewever, that in the Township of Anderdon the By-law was mot P.W, 


passed so that its proportion, amounting to $143,536.00 was 
made up by the other municipalities. 
Included ameng the assets aéequired from the BY 
2282 


Sandwich, Windsor & Amherstburg Railway was a local electric 
Lightine system in the City of Vindsor. As thie lighting 
System wae not of general benefit to the Rai lway, and in view 

_ @f the desire on the part of the City of Windsor to acquire 

ee the system was sold by the Comaission to the City for 
$190,000.00 of bearer bonds the City of Windsor at 424 PaW. 
‘maturing Aprii ist, GO B & to be noted that Yindsor on 

now Owns and Operates its sleetric lighting system on a 

standard Hyd ro-municipal basis, purchasing its power from one 

@pe | 


the Niagara System at cost. 1921 
peldZ 


fhe appraisal of the Rei lway preperties by the 
Engineers of the Commission determined the value of the 
physical properties including the electric lighting system 
im the City of Wimdsor to be $1,637,086.45, and the balance 
of $401,911.55 going to make up the total purchase price, 
was cousidered by them as the va iue of the intangibles ac~- 
quired in connection with the purchase of the Railway pro- 


perties. fhe following is a summary of the appraisal by 
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i? 


the engineers: 


Ways aud Structures $1,229,829.01 
Equipment pemmeygl 
Spare Equipment e 
Pee 
peed, 
Power and Light System in the 24. 


Gity of Windsor 


pi-isy cis as 
Intangibles 401,911.55 


Purchase Price of Property 82,939 ,000.00 


it should, however, be noted that as of April ist, 
19n0, the Provincial Government bonds of forty year maturity 
ware being scold to vfeig jplptodtnate iy 5.6% so that the act~ 
wal cash value of the Power Commission's 49% bonds, guaranteed 
by the Province, and handed over as the purchase price was wap 
proximately $1,651,590.00. it may be stated in consequence | 
that the amount actually paid in cash for the System was only #291 
slightiy more than the physical valuation made by the Com- 
mission's Engineers. 

fhe Chief Engineer of the Commis siom in his evi~ 
donee stated that the value, including the local electric 


light eystem, upon which the purchase was coneluied was av 
247 1- 


$1,779 9430253. This figure does not agree with the value 
| 8691 


ation submitted by the Railway Department of the Commission 
as used by Hessrae Price, Waterhouse & Company, and which Mr. 
Gaby described as "simply an arbitrary departmental memo." 


This memorandum was apparentiy prepared for the purvose of 
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arrivigg at a figure against wiich depreciation chould be 
charged, and was made after the purchase of the System. It 
took into consideration the gale of the local electrie sys- 
tem in Windsor for $190,000.00, and also the writing down of 
certain relling stock of the Rai lway. 

It will be seen by the following comparison that 
the dif ference in the appreséal figures submitted by iir.Ga by 
and these quoted by lessre. Price, Waterhouse & Company has 
a0 miterial effect on the matter im question, viz: the amount 

ef the intangibles: 
Per UreGaby*s Per P.W. & Co. 


C 6) P \ Evidence Report __ } 


Bifference betwoan 
reproduction and 

selling value of 

loeal electria sys~ 

tem sold to the 

City of Vindsor $80,193.38 


biffsrence between 

appraisal and pre- 

sent value of 

Felling stock 40,006265. 120,200.03 Ev 
| 2484 


$1,659,2350.50 61,637, 088.45 


Het Difference ~ $22,142.05 


PITAL ASSEP 


In view of the fact that the Commission is operating 


the Railway System under the two existing charters, and by virtue 
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of owning capital steoek in both companies, the existing 
companies*® books have had to be carried one The total in-+ 
Vvestment in capital assets as of October 3lst, 1922, is 
shown to be $2,629,129.16 made up as follows: 


Book value at date of purchase of properties 
acquired from the Railway Companies, includ 
dime the Windsor City Distribution System 
‘Leas $100,000.00 capital stock in Tecumseh 
Bleetric Railway Company, which has no ap- 
parent waiue, im alk «« e ee we He oe ee $1,729,839.58 


Less local electric System sold to the 
City OF WinGeey «w+ ee ee Ye! ee we 190,000.00 

PaWe 
Let, 1920, to Octo 


a from April 
E (sheb? Be 22, ine lnd~ 
ing construction ma Anand but not 


weed at the latter date + « +» = s «© © w= aw 1,089,289.56 €G&D 
P240A 
Sel 


- Expenditures “totofoe( 


TOTAL Capital Assete $2 629,129.16 

Pesce contnecnanenranonrsennenesicens rd 

| Attention is called to the feet that the book value 

of $1,729,839.58 at date of purchase, April ist, 1920, repre~ 
sented the assets for which the Commission issued bonds in the 
amount of $2,039,000.00, to which investment must be added sub- 
sequent expenditures of $1,089,289.58 less the $190,000.00 re- 
presenting the selling price ef the local electrie system. On 

this basis the Commission's investment at October Slat, 1922, 

was approximately $2,959,000.00. It should be explained that 

the difference of approximately $310,000.00 between the total 
capital assets and the Commission's investment arises from the 


fact that the books of the Railway Companies are based on the 
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book value at April ist, 1926, whoreas the Commission's 
investmont is based on the purchase price at that dates The 
| foliewing statement will make this clear: 
Parchace Price 62,039,000.00 


LESS welling price of local 
electric sys tem 


$1, 849,000.00 


Book Value April 1, 1920, per 
Railway Componies' booke 


& $10,006.00 


COPY 


Directly the Commission teok over the System, 4 


survey of iuprovenesats and extensions needed to meet the de- 
mands of the comunity was undertaken, and rehabilitation 
eommencede. dering the first seven months, ending October 
Bist, 1920, $227,612.50 wae spent. Of this amount $200,000.00 
was obtained from the Bask of Montreal being oollaterally se- 
eured by the deposit of $61,000.00 of the Commission's bonda 
(the balance of the issue wade ever and above the mount re- 
quired for the purchase price) together wita $190,000.00 of 
Windsor bonds obtained from the sale of the local electric 
diectribution sys tam. 

Noanwhile, a complete survey had been made of the 

necessary improvements md in June, 1921, & cirmilar latter 


wae sent from the Commission to the various municipalities 
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eficlosing a report. Improvements estimated to cost $895,580.00 

were suggested for which a bond issue of $906,000.00 was re- 

quired, This amount was apportioned in the same way as the 

original issue and the necessary By~laws passed in the municip- 

alities, for the deposit of the underlying municipal debentures, 

A request from the Commission for this issue of Commission bonds 

to be guaranteed by the Government was also made to the Ontario 

Government at this time, and pursuant to a request of the 

Premier, a complete report on the System and contemplated exe CGD 

penditure was furnished by Mesers, Clarkson, Gordon & Seen tel 
The issue of $900,000.00 of 6% forty year bonds of 

the Commis sion was me EP 1921. These bends were not 

sold at that time owing to the high yield rates demanded, but 

in Gctober of that year $440,000.00 worth were pledged with the 

Bank of Montreal as collateral for a loan of $400,000.00. Subs 

sequently, the whole of the (900,000.00 issue was sold and the 

Bank's loan paid off. Owing to the reduction of the interest 


BVe 
rate, these bonds were sold at a@ premium and realized 2290 


$974,025, 00 which along with the sum of $200,000.00 borrowed ea 
from the Bank of Montreal, made a total of $1,174,025.00 

available to the Railway. fhe expenditures by the Commission 

on rehabilitation to Sist October, 1922, were as follows:- 


7 months ending Oct.Sist, 1920...¢227,612.30 
Year ending October BGlet, 19Zleee 287,540.68 
Year ending October Slist, 1922 0.+_519.285.21_ 
G&D 
1,034,238.39 letter 
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This amount does not take into consideration the 


gam of $55,051.19 which was invested in construction materials 


22 


for the sys tom ag at October Zlst, 1922, and which had not been 


used at that date. 
| Er. Gaby dtated in his evidence, that in addition 


@ 90% rehabilitation of the road, 


| fhe operation of the Railways for the period from 

Apes lat, 1920, to October Slst, 1922, including provision 
for renewals throughout rae ‘P ig @ net loss of 464,507.57 
4 summery of the ieee Aj iia 49 is as fellows :~ 

7 months eniing Oct.3ist, 1920 $22,078.29 

Year ending October 3ist, 1921 eo5 4636.87 

Year ending October Sist, 1922 50,949.29 

Net Loss = $64,507.57. 


te the new cars purchased for the System, there was practically Ev, 


As of October Slat, 1921, there was a balance in the 


renewal account of $47,202.88, and a loss in operation to that 


date amounting to 735,558.05. If the previding of a reserve for 


GGaD 
P2484 
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2499 
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Peibe 
40 


CGED 
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Sed. 


renewalg was necessary under the provisions of the Hydre Blectric 


Railway Act, and if the provision of such a reserve would 


ereate a deficit, the loss shevld have been taken up pro rate 


by the municipalities, but this was not done by the Commission. 


Instead the renewal was used to absorb the toss 
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: im operation, leaving a balance of $15,644.80 in the re- CG&D 
mewal account which was in effect transferred to the sur i 
plus account. While no definite policy at that time had 
been decided upon by the Commission, it is a fact that no 
provision for renewais was made for the fiseal year ending 

 Betober Sist, 1922. 

: | At a@ mesting of the Commission held on December 
Sth, 1922, pursuant to a report of the Chief Engineer, the 
policy that no provision for renewals should be char ged a- 
gainst a railway, during the period of rehabilitation, was 


decided. In view "CO a & summary of the oper- P.¥W. 
pedo 
t rovigsions fo ewals 


ations by periods, — 


- &@ follows: Profit Loss 
7 months ending Cet. 31, 1920 $38,146.79 PW. 
Year ending October 31, 1921 $24,501.99 »,49 
Year ending October S81, 1922 5,695.41 egap 
| v24GA 
Wet Profit - $7,749.59 i aBe 


In consequence of making no provision for re- 
newals during rehabilitation of the Railway, which, accord- 


ing to the evidence of Er. Gaby, was completed on Hoven ber Bre 


, 2298 
ist, 1922, a surplus of $7,749¢59 is shown at that date. 
: Ho provision has been included im the cost of 
operation for sinking fund for the retirement of bonds is- 
Pee 


sued by the Commission. Under the terms of the agreement Pd 


* of “as ed oe “berrehmery Anerte aa 


eat tesa! haw te £40 eutt $e sroges a: ad 5 hai mt mk 
if bas ap ea Bicedte nfowsnb': rot ee , 


a Wao ~tago ot" 10 Yikwkes & Ig wie 
3 SBay See 


oben e2.t0%, ace 
ans, £¥s S26 2 | oe + 
£GREE | i 
Pe ed ee ea, 8 sibel oa pa 
| ~2% 4“? no Le b¥arg ot ‘autende Ve! baneugation: a 
~bedose ~holiw _qewt ce edt 20 epéhcpemapee ins 


ot ‘3 : 
‘Ire 


Be. ile ¢umvoh me bet sige aay veted: the +6 os 
hae +8425 todd dm weode ah @4. ONE, NE Ye ar 


; Ao 
* oe r¥i af fo 1 
ft y a a) Yih 2 
if , GAY? RE Rae a he A ie Oe 
| é 
oY : 
40 lie ae rN MOEA c ’ 
| wit Fahy , MS Ba svn j my 
{ 


i ee ia 


ae “2% 2he0d 9 imeaaniten « . sel i ata 10 
yc ee Hee i he 
WS Faewenrge one to ial tut ae iien x beware one Me 


Hypro-E.ectric Inquiry ComMIssION 


RE TO 
Copy FOR ENCLOSU 24 


covering the operation of the Railway, provision for sinkiteg 
fund is not required to be made until the expiration of ten 


years from April ist, 1920. 


As pointed out in Results of Operation &bove, no S 
provision for renewal reserves has been made by the Commiss- 
ion during the period of rehabilitation ef the Railway. As 
previously pointed out the Commission provided a renewal re~ 
serve for the first mineteen months of operation, which re- 


Oreee if prevision 
ir 


serve was later ret e 
tiis en @ period for remewals, on the 


had been made during 
same basis as during the first nineteen months? operation, 


the renewal reserve credit as ef Oetober Slst, 1922, would 


have amounted to $92,256076, and operations te that date ee 
would have shown a loss of $84,507.37. ce 
Ho reserve has been created for contingenciess 
LASURANCE 
The Commission paid the following amounts fer 
_; imsurance to October Sist, 1922; 
ie 7 months ending October 31, 1920 $14,495.52 P.v. 
Year 5 m $1, 1921 26,482.37 Ex. 33 
Yoar m nt Sl, 1922 + 24,564.17 m 
7 P24ea 
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From information obtained from the insurance de- 
partment of the Commission, these premiums cover approxi- 
mately: 


Fire Insurance on buildings and 
office furniture (including 
piate glass} one nea ee we eo oe w = O286, 000.09 
Burglary, Messenger & Offices 
Rebbdory e « 6 ee a ee oe ae oe ee 20,006200 
Fire Imsurance on rolling stock. « « © « « 625,000.00 
? \re Insurance om car barms, dis~ 
e*, tribution station and River House. « « +» 180,000.00 


fusurance against bodily injury, in-~- 
einding death to publie and em- 
ployeds,~- 


Maximum to ome person « « «© «+ + « 5,000.00 


e 


Maximum to any number of persons. « « 10,000.00 


Insurance against Cr yblic 
property.- a& Mami LY: ee + F @ 1,000.00 


RAGE Costs 


fhe following is a comparison of revenue and oper- 
ating expenses per car mile for the fiseal year ending Ost- 


ober Slst, 1921, and for the eleven months ending September 


SOth, i922. 
Fiseal Year Bleven Months 
sing 
Revenue per car mile $38.10 cents 37.84 conts 


Operating expenses per 
ear mile $2089 conts SOes? centee 


fhe decline in revenue per car mile is attributable 
to the increased number of car miles operated and not to a do- 
cline in the amount of revenue, while the reduction in operat- 


ing expenses per car mile is due to a large extent to the 
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Operation of one-man safety cars, and to the improved 
@ondition of the railway, resulting from the new equip= 
ment purchased, ‘and to the betterment of the roadbed. 
The increase in number of ear miles operated aise has age 
the effect of vadusing the operating expense per ear 
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Under the Hydro-Hlectric Railway Act, all the 
works, broperty and effects acquired, operated and maintained 
by the Commission are vested in the Commission on behalf 


of the mnicipalities involved, In the cage of this purchase 


however, owing to the outstanding bond issues of the two Pee 
. P.19 
Companies {amounting in all to #789,000.00 par value), the 20,22. 


Commission is in the position of having to continue operations 
under the existing charters of the two Companies, until 
December lst, 1927, (206 Yop ion has elected its own 
Boards of Directors to carry on the affairs of the two 
Companies, the members of eash of the two Boards being 
members or employees of the Commission, and being in each 
Sase identical, No remuneration is paid to any of the 
Directors of these Companies by virtue of their office in 
addition to the regular remuneration received as employees 

or Commissioners of the Hydro-Electrie Power Sommission of 


Ontario. 
It is pointed out in the 1921 Report of Messrs, 


Glarkson, Cordon € Dilworth, that there is no provision in 
the Ontario Hydro Hlectrie Railway Act which permits the pur 
Chase by the Commission of shares of a raliiway Company, or 
the ¢arrying on of such an undertaking under the Railway 
Company's name. 


Broadly speaking the Commission may be considered 
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to be the trustee for the manicipalities for the operation, 
management and maintenance of the System, and to the Province 
to the extent of the liability of the Province in respect of 


its guarantee of the bonds of the Commission. 


The agreement under which the Commission operates 

the Railway system is in the usual form referred to in Sect~ 

ion 4, subsection 3, and fully set out in Appendix "A" of 

the Hydro Blectric Railway Act. Under this agreenent, the 
Sommisgion agrees to construct, equip and operate the Rail-~ Pedi 
way, issue bonds to cover cost of eoustructing and cperating 

the Rallway, and to apportion annually the capital cost and 
operating expensed of G1Y appar Vero. The manicipalities EVe 
on their part agree to bear the cost not only of construct. vy 
ion and operation, but maintenance, repair and renewal of 
the works ag established by the Commission, and alse to issue 
manicipal debentures az collateral security fer the bonds 

issued by the Commission, which debentures may be realized 

by the Commission im the event of the municipalities failing 


to meet their obligations. 


Taxes are payable by the Hydro-EKlectric Power 
CSommiesion under Section 12 (a) of the Fower Commission Act. 
Under this section, only lands are taxable, the Commission 


being exempt from taxes on buildings, machinery, works, 
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structures, rails, ties, poles and other works or improve~ 


ments owned by the Commission, 


The Commission is aiso liable for a business tax 
Where the actual business of the Commission is conducted 


whether such premises are owned or rented. 


‘When the Commission took over the Railway System 
in 1920, taxes were adjusted and the Commission paid 
their proportion for the remaining seven months of the 
fiscal year amounting te $3,888.33. The fellowing year 


the provisions of tag PQe} | DoWMission 4cet were applied 

and the taxes were reiuced to $4,503.02. In the fis- CG&D 
eal year eniing October Sist, 1922, the taxes amounted wish ta 
to $3,471.94, and during this year, according to evidence 

the sum of $70,000,00 was charged against the City of 

Windsor in connection with street paving between the EVe 
rails. If this work had been done when the system was ene 
‘owned by the original Company, the cost would probably 


have been borne by the Company. 

Attention is also drawn to the fact that the 
Commission is exempt from payment of the Provincial 
tax under Section 4, Subsection Ty ReSeO., Chapter 27, 
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Gorporation Tax Aet, which provides in the case of street 
railways for the payment of a tax of $45.00 for each mile 
of track when the mileage is between thirty and fifty miles. 
4s the Commission is operating this Railway Sys~ 
tem under the existing corporations known as the Sandwich, 
Windsor & Amherstburg Railway and the Windsor & Tecumseh 
Biectrie Railway, there appears to be some question as te 
whether or not the provisions of the Power Commission Act 
with respect to taxes payable should be applicable. It may 
be pointed out, however, that as the System is run for the 
benefit of the nd sa gy @Won a cost basis, the a- 
mounts payable by the Companies to the municipalities in 


taxes would have to be made up in inoreased fares. 


2 rs 


At the time the System was taken over, the fares 
charged were a cash fare of five cents or a ticket fare of P.W. 
six for twenty-five cents. These rates held until July ist, te 
1921, when a straight five cent fare was put into effect. rept 
These fares continued until November lst, 1922, when the 
@ash fare was increased from five cents to six cents and the 
ticket fare to twenty tickets for one dollar or six tickets 
for thirty-five cents. 

fhe two trackless trolley lines put into operation 


in May and August, 1922, respectively, demanded an sdditional 
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fare so one cent extra was charged for a transfere Gertain 
representations were made te the Commission by the muanici-~ 
Falities that the understanding had been that the trackless 
troeliey should not charge ins et additional fer a trans- 

fers This was met by inereasing the fares to six cents EV. 


2506 
througaouts. 


There have been a number of complaints from the Eve 


2333 
municipalities in the Border Cities in regard to service, 2538 
hau i Fe 2549 
the chief of which is Gs Oa ca Spheautos are not maintained, 2350 
pet 2355 
and that the efficieney of the System is consequently im- 2385 

. R445 


paired by reason of the bumching of carse It has been 
pointed out that while there are @ greater number of car 
niles at the present time than under the System before it 
was takem over, there is not a proportionate increase in 
service which the inerease in car miles would lead one to 
belicve. Although statements have been produced from 
¢heckers which show on the whole mai ntenanece of schedules, 
still in view of the number of eomplaints, brought forward 
at Windsor, it is reasonable to assume that more efficient 
operation of the System can still be looked for. 

The Commission, of course, state that since they 


took over the System, they have been continuously engaged in 
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rehabilitation, and, in consequence, the operation of the 
System has been seriously impaired np to the present, but 
that, with the System in its present condition, there should 
be no future cause for complaint so far as schedules are con~ 
corned. There has also been some criticism directed against 
the operation of one-man carse 

| Questions generally with regard to the service of 
the read have, up to the present, been dealt with by the local 
municipal Councils and the Commission direct. A suggestion 


was made in Windsor that a joint Transportation Committee 


might be formed from all the mupigipal Councils so that the 

municipalities could COPY, with the Commission and 
im this way avoid umnecessary delays in dealing with general 
questions of policy. With this joint Committee established, 


eriticisms of lack of frankness’ and arbitrary dealings with 


the municipalities should be largely eliminated. 


fhere are four sawitches which have been built at 
the instance of private companies and attached to the Raii~ 
way Systeme fhese switches have been paid for entirely by 
the Companies at whose instanes they were constructed and 
the necessary by-laws requesting the construction of these 
awitches have been approved in the local municipalities. 


wo of these switches wore put in by the British-American 
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Brewing Company and one by the Ste Clair Export Company. 
The switch to the end of the wharf has also been paid for 
by the British-American Brewing Companye The rates che rged 
for the elass of goods handled is an 6xpress rate of 123¢ 
per one hundred weight. § The revenue from this source a= 
mounts to nearly $100.00 a day and there is no question 
that the handling of this type of freight is entirely at 


the request of the municipalities. 
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Opinion of - Mr. J. A. McAndrew, 


The Hydro-Bleetric Power Commission of Ontario te 

; oreated and constitute’ under the provisions of "The Power 
Commission Act™ (R.S.0. 1914, Cap.39 as amended). This is an 
Act to provide for the transmission of electrical power to 
munieipalities, and sets out at length the constitution, rights 
aud powers of the Commission and deals as well with the ways 
amd means of acquiring property, raising funds, gapplying 
individual users and the control and regulation of works by 
the Commission. The Act alse seta out the relations between 
the Commis sion and the Previncial Government on the one hand 
and the various municirarsgipd i Yh which the Commission deals 
on the other. 

Among the powers of the Commission under the Power 
Gommiesion Act ig the right to acquire lands either by purchase 
ey expropriation upon the authorization of the Lieutenant~Governor 
in Council (Section 8) and to use them for any of the purposes 
of the Commission. 

The lands owned by or vested in the Commission are 

subject to assessment and taxation for municipal and school 
purposes at the actual value thereof according to the averace 
value of the land in the locality, but thie land is not to 
include buildings, machinery, rails, ties or works, etc.owned, 
used or controlled by the Commission (Sec.12 a #92). These 
are oxempt from assessment or taxation. 

The Hydro-llectrie Railway Act (4 George ¥V. Cap.3l 


_. With amendments) was passed respecting the public construction 
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Legal Issues. 
556 


and operation of electric railwaya. This Act impesed further 
duties upon the Hydro«Llectric Power Commission to enable 
municipal corporations to acquire or operate electric railways 
under the direction of the Commission. The intention of this 
Aet was that the whole cost of any railway for the benefit of 
the municipalities should be borne by the municipalities them- 
e@lves, and that no liability should be attached either to the 
Commission or the Province in respect of any such railway systom. 
In order, however, that the necessery funds for such work or pur- 
@hass might be obtained in the least expensive manner, provision 
was made whereby the Commission should issue its own bonds 
guerenteed by the Province, and aupported im each case by a 
similar iseue of nuntodps{ dofeu¥res underlying such issue and 
proportioned among the interested munilaipalities. 
For this reason, properties acquired by the Commission 
ender the provisions of the Hydro-Electric Railway Act are vested 
{Seetion 17) in the Commission in trust for the Corporations 
3 parties to the agreement for the construction and operation of 
the Railway. Thug, While the Power Commission Act creates the 
Commission and defines its rights, powers, liabilities and 
Limigationa under that Act, the Hydro-Electric Railway Act 
i gro doe a vial aan of bringing certain municipal co-operative 
‘gehemes with respect to electric railways under the jurisdiction 
| of the Commission in accordance with and subject to the provisions 
of the Hydro~Biéctrie Rallway Act. The Hydro-Electric Railway 
Aet sets out the relation exiating between the Commission and 
the municipalities so far as the railway is concerned by means 


of a agtandardized form of agreement. 
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Under Sestion 12 the Gommission is authorized to 
@onstruct, complete, equip, maintain and operate the rallway as 
provided by the agreement and for that purpose has all the powers, 
rights, immunities and privileges of a company incorporated by 
Special Act for the construction of a railway under the Ontarie 
Railway Act so far a¢ the same ig applicable. fhe Power Commission 
thus im effeet becomes a corporate body exercising the powers of 
a ve tiene congeny under the Ontario Railway Act and with duties 
powers and Jurisdiction limited in the same manner and to the 
same extent as other railway corporations operating under the 
Ontario Railway Act. | 
the Rydro-Electric Railway Act was repealed by the 
Yoendodeet Electric nativey Go} [ok Yo22 (12-13 George V. SCap.69) 
but in this latter Act exemption is made of the Sandwich, Windsor 
and Amherstburg Railway and the Yindger and Tecumseh Rleetrie 
Railway “inter alia” (Sec.29 s.3) go that the provisions of the 
Hydro=Blectric Railway 4ct in so far as they apply to these raile 
ways till remain in full feree and effect so far as maintenance 
and operation are concerned. 
| It would appear that the provisions in the Power 
Gommigesion Act with respect to asseagment of the Commission's lands. 
hae no application to railways under. the Hydro-Electric Railway 
&et - the assesement and taxation of whieh is governed by the 


General assesament Act. 
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SUMMARY 


It is very apparent from a study of all conditions 
which led up to the final purchase of the privately owned | 
railway systems serving the Border Cities that there was a 
very strong feeling in these municipalities that the raile | 
ways as operated under private ownership were not giving ser= | 


; 
vice which would properly meet the requirements of the dis- 


The City o€ yladsk? ‘Koes te have taken the | 


Leading part in promoting the idea that the Border Cities | 


trict. 


should own their own transportation facilities and as early 
ae 1914, it is to be noted that a resolution of the Windsor 
Council was passed requesting the Commission to prepare estq 
imates and report om the construction of an electric railway | 
Yunning from Ojibway through Yindeor and Walkerville to Belle 
River. Following this other resolutions were passed in 1915 | 
by the City of Windser and other municipalities indicating : 
the desire of the municipalities concerned that the Commi ss- | 
ion should prepare estimates,and report om the feasibility 
of an electric railway serving the district, presumably in 
Opposition to the existing railway. 

| Following this a period of almost two years elapsed 


| 
; 
during which nothing of any moment was apparently done by the 
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Commission or the municipalities in making effective the 
aequisition of the existing railway facilities or the con- 
struction of new roads. 

fhe question again became an active issue in 1917, 
during which period further representations were made, re- 
s0lutions being renewed in 1918. Pinally in September of 
that year the Commission's Engineers made a tentative value 
ation which was not considered satisfactory for submission 
a the municipalities in as much as it was made without the 
Railway's co-operation. | 

The matter Cr py’ until the Spring of 1919 
when a joint municipal Council met at Windsor and again 
passed resolutions requesting the Commission to make an 
inventory and valuation and commence negotiations having 
in view the taking over of the Sandwieh, Windsor & Amherst- 
burg Railway. Up to this time, the Detroit Blectrie Rail- 
way Company, which sontrolled the transportation properties, 
serving the Border Cities, had not committed itself to a 
pelicy of sale and on duly 7th, at the request of the Rail~ 
‘way Company, a By-law was submitted permitting the Company 
to increase the fares on the system in returm for which 
certain extensions were to be made to give better service. 
This By-law was defeated after a vigorous campaign and its 
defeat was undoubtedly due in a large measure to the part 


taken by Sir Adam Beck, who took the stand and advised the 
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eitizens that, showle they permit an inetrease in fares, 
the Railway Company would capitalise such increase and 
the municipalities, when they eventually took over the 
road, wake have to pay an sensenaini price for the road. 
Following the defeat of den tedee, negotiations 
for the purchase of the road were continued in 1919 chier~ 
“ay by Sir Adam Beek acting for the municipalities at their 
request. Undoubtedly the price paid for the road was in 


excess of its valne and Sir Adam Beek himself? stated in 


evidence that "it £8 Oi iP geive price", however after 
consultation with an (). by Tepresentatives of the muni- 


eipalities concerned he recommended the purchase of the 


properties at a price of $2,039,000.00, payable in Hydro~ 
Blectrie Power Commission 43% forty year bends 
In summing up the negotiations it is to be noted 

that the Commission*s connection with the sale of the pro- 
perties was brought about by repeated representations by the 
MWanicipalities that the Commission should act on their be- 
half, euch representations being supported by resolutions 
from all of the municipalities ebidnciie: It is undoubtedly 
true that the attitude of Sir Adam Beck and the public state- 
ments made by him during the vote on the by-law in reference 
te increased fares to the Compa ny wae largely responsible for 


the defeat of the By-law, and the question arises as to the 
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propriety of such action being taken by 2 member of a 
Sommigeion which in effect is to s very large extent a 
Department of the Government and it is arguable that 
action of this kind taken by a Gowernment appointed Com 


migsion may be construed as Governmontsal epposition to 


private interests. 


4s pointed out in the Chronological Chart and 


Historical Review, the Commission in the early stages found 


it impracticable to somplet valuation of the Railway Sys- 
tems due to the We OPY Railway Cempany would not iend 
its so~operation to this end. Whatever valuations were made, 
however, were apparently sufficiently complete te lead Sir i | 
fdam Beck to make the statement that the price may have seen’ thar 
excessive. At the time the wrasertios were acquired, the 
capital assets were placed on the books of the Companies at 
1,657 ,088.45, plus intangibles to the extent of $401,911.55 Bog 
- making up the total purchase price of $2,039 ,000.00.Mr. 8 

¥,A.Gaby in his evidence stated that the physical value of 

the properties on the books of the Commission did not rep= 

resent the valuation uged by them when the purchase was under 


consideration, and that the negotiations were carried on using 


@ valuation of $1,779,430.53. According to his own evidence, 
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however, Ur. Gaby's figures are subject to certain ad jus t- 
nents and, as will be seen from the analysis on page 18 of 
_ this report, the figure actually quoted by him has to be 
reduced to $1,659,250.50. It is therefore clear that if 
Er. Gaby*s valuation is used the intangibles would stili 
be approximately $400,000.00, 
Our Auditors takes os shown in the Section en- 

titied “General Beonomics", that the e¢ash value of the 
$2,059,000.00 issue of 43% forty year debentures at the 


' Re 
time of purchase was approximately $1,651,590.00. In this pel? 


way it would not wax IP Y actual amount pad on a 
cash basis for the system was very much in @xeess of the 
physical walue of the properties. On the other hand, it 
is aibar from the evidence and from an examination of ex- 
penditures subsequently made by the Commission that the 
Poad was in a very bad state of repair and Mr. Gaby, in 
Supporting the expenditures made by the Commission 2nd in 
an eudeavour to show that it was practically impossible for 
the Commission to show good operating results since the ac- 
“quisition of the road on account of rehabilitation, stated 
that there was practically a 90% rehabilitation of the road. | 
Making every allowance for new work, such ae extensions and 
the cost of trackless trolleys, it is evident that the road 


was in a very rundown condition according to the standard 
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set by the Commission, and on this basis the valuation 
made by the Counisnton, and the price paid for the road 
by them was undoubtedly high consi dering the condition 
ef the road, It is to be noted ches the money spent in 
respect of rehabilitation to Ootober Slat, 1922, amounted ae 
in all te $14054,2356459, which te equal to approximately ; 


65% of the cash purchase price, 


4s pointed out the amount of momey spent by the 


Commission in respect of rehabilitation was 61,034,238,39, 
8 sum a COL EE 65% of the cash purchase 
price or to use Mr» Gaby's terms, there was practically a 48y. 
Pe499 
90% rehabilitation of the road, 
In 1921, the Commission made a report to the muni- 
ei palities with regara to improvements which were estimated 
to cost $693,580.00 and for whieh an issue of 6% forty yeark. 
: bonds of the Commission in the amount of $900,000.00 was wen” 
As the expenditures exeseded the estimates by approximately 
$140,000,00 it would appear that the expenditures were under~ 
eatimated by approximately 13%, which may not be considered 
&@ great variation having regard te the extent and nature of 


the work , 
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The Commission, following the policy adopted by them 

in the construction of power developments, apparently looked 
first to the maximum efficiency in operation and permanency of 
eons trustion with little or no regard to those considerations 
which are of prime importance to privately~owned enterprises. 
fhe cost of any work done by the Commission must of necessity 

be met by the municipal owners of the undertaking, either by 

an increase in the fares or by cash advances to meet the de- 
ficits, failing the payment of the deficits by the municipal- 


4ties the Commission can realize on the underlying municipal 


The work SOR Yu. earried on by the Com- 


mission has given to the municipalities a road of undoubted 


dond a. 


excellence both as regards operation and pormamency of con- 
struction. From evidence taken at the public hearing held 
in Windsor, it would appear to be very doubtful, however, if 
the increased efficiency of service made possible by the ex- 
penditure of se large a sum of money has produced such an ad- 
@itional efficiency in the service as to warrant the expend~ 
iture se made. Various witnesses from Windsor and locality, 
while admitting that efficiency of service under the direct- 
ien of the Commission was considerably better than under the 

| eld form of management, sta ted that there was still vory much 


to be desired in the way of service rendered the municipalities. 
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Ae will be noted from the Section entitled 
"General Beonomies" during the first year of operation by 
the Commission during which peried the railwey was opera ted 
‘ largely on the old basis of management followed by the Dew 
troit United Railway Company, a substantial profit of 
| $22,079.29 was experienced. From that time on losses were 
cngne taneed each year resulting in an accumulated deficit 
age of October Sist, 1921, of $84,507.37. It is to be noted 
that instead ef charging this operating loss to the munici- 
pal ities and obtaining cagn eave Kes from them to cover the 
same and in default of such payment selling the necessary 
amount of municipal bends held by the Commission as ecollat- 
eral security to meet such an amount, the ioss was met by 
surplus funds which, in the reguiar way, would have gone 
teward the building up of a substantial reserve in respect 
of renewal and contingency funds. | 

fhe Commission in their evidence endeavoured to 
gaustify their action, in respect to using the surplus funds 
to meet deficits, on the basis that the road was being re- 
habilitated and it would be unfair to charge renewal and 
eontingencies reserve against 40 undertaking which was pract- 
. ically being rebuilt. Our Auditor has stated that such 
practice is in principle wrong, and renewal reserve shonid 


have been charged from the commencement om some fair amd 
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@quitable basis. Where an enterprise i@ in operation and at 
the same time being partially constructed and rehabilitated 

the proper procedure is to make a fair and equitable division 
ef the capital, charging renewals and Contingenefes against 
that portion in operation, and eliminating renewals and con~ 
timgencies on that portion still under construction, the interest 
an the first case being charged to operation and the interest 
im the second case being capitalized and charged against con- 
struetion. ‘Thus to the extent that the capital investment 

in the road Should have been subdivided and renewals and ¢on- 
tingeneies charged and Lotte vu books, then to this 
extent Fenewal reserves and reserves for contingencies should 
have been set up and the deficits in consequence ef such proper 
procedure been charged against the manicipalities and paid for 


by theme 


fae Hydro-Hlectrie Railway Jet provides for deferment 
of sinking fund in respect of railway Operations for a pericd of 
ten years. The Commission in the operation of this Raliivway 
Company availed itself of this provision of the Statute. Con- 


sequently reserves for this account have not been set Ups 


8therwise the operating deficit of the read would be materially 
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increased and the charges to the municipalities more burden- 
some than they ctherwise would be. 

It is pointed out that there is a distinct difference 
between the Hydro-Sleatric Railway act aud the Power Commission 
4et in regard to provisions of Sinking Fund. 

The latter aat prevides for the ddferment of Sinking 
Funds for a period of five years and municipal corporations 
are Pequired to pay into the cost of power an amount which will = 
amortize their expenditures at the end of a period of thirty 
years following the five year deferment period. Under the 
Hydro-Blectric Railway Act the deferment period is ten years 
and the poriod of amortization ferty years after the expiration Sete 
of the deferment wseoinnoms GW) 1 cass the Hydro-Zlectriec Railway is 
Set two benefits acerue to thal wesktetpeVieava, gamely,a longer 
deferment period and a longer amortization period which have 
the effect, with money at 4%, of re@ucing the charges from 


1.8% to 1% whieh amounts to a reduction of approximately 60%. 


As pointed out in the subsection entitled "Results 
of Operation”, no funds have been set aside in respect of sink~ 
ing fund and contingencies reserve. As pointed out in "General 
Heonomics", 2 certain amount of insurance is carried by the Re 
Commission in respect to the properties and to the extent that di 
they are covered, this, in effeet, provides for losses which may 


be ineluded under the general heading contingencies. It is pointed 
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gut, however, that the total amounts of liability insurance 


recoverable is comparatively small amounting to a meximam 
of $10,000.00 for two persons.  WThentotal amount spent in 


respect of all ingurance premiums year by year is given on 


1 ee ee eS 


page #24 of “General Economies” and amounts to a total of 
approximately $65,000.00 at O¢tober Sist, 1922. This is @ | 
considerable sum for a period of two years and seven months 
and serious consideration should be given to the desirability 
of the Commission earrying its own insurance and at the same 


| time setting np a contingencies fund that would take care of 


extraordinary losses. 
| i With res iG JR. Rs: reserve the details have 


been generally discussed in subsection entitled "Results of 
Gperation”. In order that the Railway may be on a sound 
operating basis reserves for renewals should be set up and Rig 
earried eieke year by year in the usual way. There are probk- 
ably few public utilities that depreciate more and in which 

the enes tion of obsolescence of aqguipment enters more fully 

than G@leectric railway properties. The sverage wear and tear 

on roadbed and equipment is very great and obsolescence of 
rolling stock is a matter of such apparent evidences that it 
requires no further common t io supporting a ‘renewal aceount 


that will take care of such corte 
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As pointed out in other Subsections, the feeling 


gonerally obtaining in the district is that the efficiency 
of eperation has not reached that state which gives satis- 
faction to the municipalities who have jointly and severally 
commit ted themselves to all expenditures in respect of the 


undertaking. The Commisgion, in an effort to reduce oper= 


eet ee ee keg) ee a ee ee 


ating costs, have installed one~man cars and while certain 
witnesses have expressed their disapproval of this modern 
type of equipment, it is felt that if the use of such care 
will reduce the operating expenses, their use is entirely | 
justified. As a metter of fact, as pointed out in "General | 
Beonomics" the inlet LY car mile drepped from | 
32.39 eents for the year ending October Slst, 1921, to a 
. geet of 30.27 conts for the eleven months ending Septemder Re | 

20th, 1922. It is pointed out that the revenues per car 5 | 
mile have also dropped from an amount of 38.10 cents per car | 
Bile at October Slst, 1921, to 37.84 aa at September 30th, 

1922. If proper reserves for renewals and contingencies had 
been made operating costs would have been proportionately 


- dSnereaséd. 


Evidence submitted goes to ahow that when the 
4 Commission contemplated taking over the road as trustees BY. 
Bs 2336 
for the manicipalities, they were given reasonable assurance 


that fares would not be increased. As pointed out 
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ke “General Relations" the fare. charged by the original 
owners just prior te the acguisition of the enterprise by 
the municipalities was 2 straight fare of five cents or 
six fares for twenty five cents. In duniy, 1921, the Gom- 
mission, faced by incroased operating expenses, caneellied 
the option to buy six fares for twenty-five cents and es~ 
tablished a straight five cent fare. A further increase 
was made in November, 1922, when the cash fare was in- Re 
| @roxece t® six cents, twenty fares being obtainable for ee 
one dollar. It is pointed out that scousidering the new 
fare rate from the standpoint ef twenty tickets for one 
dollar, little or no(ingrjape Ye mace, but trom the stand 
point of actual conditions 1t is showm that im smali places, 
the asle of tickets is a relatively smali matter, the use 
made of the car service by the residents being moire or iess 
haphasard with the result that cash fares form a large bulk 
of the Yevaonuse In this way, the increase in fares on the 
eaeh basie to six eents was of material importance and very 


unfavourably viewed by the residents in the distriet. 


fhe construction of serviees sidings to brewery 
warehouses at Yindsor has given rise to considerable comment 
imthe press, and the Commission is receiving attacks frem 
¥arious sources on account of the facilities given to this 


industryo 
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It would appear that the operation of such 
sidings is entirely legal, that the municipalities were 
in entire accordance wi th — Operation, amd that euch 
sidings and facilities were paid for by the companies for 

Whose use they were constructed. 4% pointed ont on page 
33 ef this Report, the revenne preducec by freight and ex~ 
press so handled results in | daily prefit of proba biy 

) $100.00, 

The only point at iseune in thie respect is a 

| consideration of the situation ereated and the peculiar 
eondition obtaining whereby a Commis sion, Goverment ap- 
pointed, traffies in(e. Ga) ipeeY vn ich the Government is 
endeavouring te put down. It would net appear fair, her- 
ever, to place any restrictions on the Commission or the 
municipalities in this respect, umlese such restrictions 
are made entirely general for all other enterprises of like 


nature operating within the Province. 


| fhe Commission enjoys what may be termed an 
enviable position with respect to the payment of taxes. 
While the HydroElectriic Railway act does not of itself speci~ 
fically detail taxes that shall be charged, the Power Com= 
Mission Act provides that taxes shall be payable only on 
land values, bothing being chargeable with respect to build- 


ings and equipment. Ae pointed out im "General Relations" 
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the amount paid by the Commission im respect of taxes for 

the first seven months of operation was $3,868.33. For 

the whole your following this period the taxes amounted “ae 
to only $4,503.02, and for the fiseal year ending oct- 

ober Sist, 1922, the taxes were further reduced to $5,471¢94. 
Taking the capital investment as at that date, namely, 
$2,629,129.16, the tax rate would amount to a little less 
“than 1,3 mills om the dollar, While in all likelihooa 

the properties being owned by private enterprise would 


net be assessed to the full amount of their value, it is 


undoubtedly true ® apy” lities as a whele are 
losing a very subs tavtivi “samotnt each year throngh the 


low tax rates applying to railway systems in the district, 
and consequently when deficits eccur, the direct result is 
felt by the car users and nom-car users alike, inasmuch as 
such deficits must be met by cash advances by the munici- 
palities. fhe indirect effect is ever present whether 
the deficits occur or not inasmuch as the revenue of the 
municipalities concerned is in fact decreased by the amount 
whieh is not collectable from the properties operating with- 
in their borders. 
In addition to advantages enjoyed by the Railway 
by low tax rates, it is to be noted that during the year 
1922 the sum of $70,000.00 was charged against the City of 
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Windsor alone in connection with street paving between the p29 
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Fails. Under the franchise governing the operation of 
the road when owned by the Detroit United Electric Rail« 
way, paving between the tracks and for eighteen inches 
om each side thereof had to be maintained and paid for 
by the Railway Company. Under the Commission's opera~ 
tiom this prevision automatically ceased, and as a direct 
result of same, the City of Windsor in addition to in~« 
creased fares and reduction in taxes received, have to 
provide the cost of paving which under other conditions 


would have been borne by the private eompany. 


the various relationships existing with respect 
to the ownership, operation and responsibility for the und- 
ertaking under discussion have been dealt with at some length 
in the Section of this Fogert enti iad "General Relations". 
As Veckutes out the nunioipatities dnvolved must issue and 
deposit esiskce — Commission as. eellateral sebragninntell bonds sewed 
support or all Mat iak Gekte whtah —" may be 
drawn upen by the Commission in event of the municipalities 
falling to meet their obligations with respeet to capital 
ea yends tures Or Operating losses, such si olay logees to 
» ieuwen nba xoebova for renewal, sentingencies, sinking fund. 
Fa 80 ferth. At the expiration of the tem-year period, 


sinking funds must be charged against operations and under 
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the provisions of the Act, tho payment of sinking fund is 

a direct measure of the municipal equity in the undertaking. 

It is necessary and expedient that, during the period of 

ten years while sinking fund charges are deferred, the bonds 

of the municipalities be held by the Commission to the full 

extent ef the capital assets of the undertaking, but after 

the deferred period is over and sinking funde are proviced 

out of operations, the municipalities acquire a growing eq ity 

which will reach complete ownership at the end of forty yearse 
) Imasmuch as the municipalities are responsible for operating 

defied ts, to some of toft) thdid/donas should remain in the 
hands of the Commission as a seeurity that operating deficits 

will be met, but as the sisting Pund grows it would appear 

te be only fair to the municipalities that at definite periods 

a Gertain proportion of their bonds should be returned to them, 

the Commission retaining a portion thereof considered adequate 
and necessary to offset any operating deficits that might eecur. 

Comsideration of this matter does not slr te ey i 

beon taken care of in any way by the Hydro i Blectric Railway Hats 

and of course no such provision was made in the Power Commission 

act inasmuch as the basis of responsibility is on an entirely 

aif ferent plane. It would appear, therefore, desirable that 

definite consideration be given to the passing of an amendment 


to the Act which will take eare of this situation. 
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Im couciusion, it may be stated that the Com~ 
mission under the Provisions of the Radial Railway Act 
and the Power Commission Act enjoy many special advant- 
ages economically measurable in dollars and cents. It 
has very wide facilities for raising money on debentures 
isaued in ite own name, endorsed by the Province, result~ 
ding in & much lower interest rate than that payable by 
private enterprise. it has no measurable responsibility 
as to the metheds of operation beyond the fact that it is 
acting in a trustee capacity for the municipalities, which, 
however, must meet Cy ey no matter how incurred. 

faxes on the preperties operated by the Come 
mission prodace little revenue for the municipalities con- 
cerned, and the small payment required of the Gommission in 
reapect of taxes materially reduces their operating costae. 

fhe Commission in the operation of the Railway 
System under discussion followed an arbitrary decision of 
their own with respect to setting aside reserves for re~ 
newals and contingencies, even though the provision of suth 
reserves is 8 necessary charge againet the Railwaye As ée- 
tailed om page 23 of this Report the Commission, by eredit- 
img back the renewal reserve provided during the first nine- 
teen months of operation, and by their decision that no re- 


newal reserves should bs charged against the railway during 
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rehabilitation, showed a net profit to October Slst, 1922, 
of $7,749.39 whereas had provision been made for renewal 
reserve a net loss of $84,507.37 would have been experienced. 
Under the provisions ef the Hydro-Blectric Railway Act this 
less if faced would have bem taken up pro rata by the muni- 
cipalities. 
4s peinted out the Commission experienced a saving 
v in Capital Expenditure of $70,000.00 which was charged to the 
| City of Windsor te cover the cost of paving the roadbed, whith Re 
cost under the conditions of the original franchise would hare 
been borne by the Railway. 

In the sa Ga Oi came the main consideration is the 
@esirability of having a Commission specifically aproeinted by 
the Gevernment for the development and sale of electrical energy 
operating railway systems in different parts of the Province. 

fhe devel opment and sale of power in operation is 
entirely distinct and apart from the problems facing an organ-~ 
imation charged with the Serepiantnit ike Saat at with trane~ 
portation facilities, and it is very deubtful if the proper 
degree of attention is given to am enterprise the relative 
value of which is so insignificant as compared with the de~ 

welopmont and gale of powsr. It is amply borne out by the 

operating results of railways serving small municipalities 
that every degrees of efficiency must obtain in the operation 
ef such roads, and every care be exercised with regard to strict 


economy in Operation and capital expenditure if such undertake 


ings are to operate on a sound financial basis. 
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| From time to time in the foregoing review it will 
have been noted that the Commission in the operation of this 
-ratlway appear to assume that the provisions of the Eydro-~ 
“Blecteie Railway Act and the Power Commission Act, are both 
applicable to the operation of the enterprias. We can find 
=e juatifieation for the adoption of this principle, and to 
the extent that the Commission have appliei the statutory 
provisions of the Power Commission Act to the operation of 
| thie Railway, then to this extent we submit that their actions 
may de characterized as illegal. Auditor Clarkson in evidence 
given before the Gommission definitely states that in his opinion 
“the: HydrewBleetric Railway 4ct waa not intended in any way to 
work in conjunction wife Ge) a) bey Gommission Act or vice tersas, 
‘ent the apaiicetion of the provisions of the Power Commission 
Ast to properties operated directly under the Hydro~Electric 
diate Aet is improper and unjustified, 
Ag pointed ont by Hr. Clarkson there appears to be 

no erewhetom, in the Hydro-Zlectris Beilway Act whereby the 
 Gommisgion ie authorized to purchase the capital share stock 
| of a going concern and eontinue its operation in the nome of 

a private companys Such action on the part of the Commission 
may not be considered a serious matter, were it not for the 
fact that in raising money by the sale of their own bonds 
guaranteed by the Province, the Commission, and consequently 
the Government are placed in the position of lending money 
9, and financing a private enterprise. If the continuance 


of such a policy is approved of by the Government then 


4 ant % 
“ae eR. ’ 


2&3 


in 2% 


fitw at weiter iia dea al: oar KE omhe ee ete ey € 


iy ‘aa Ro fa? 4 ay 


‘etd? ¥o wetdecay. eas oh oka ahane? eas est fame 


Pay RE a 
~GXDXH oid bo B10 bad vany ‘edt, sats wens . 


aIed xe) sea” Kole slang ‘wauee oe bes be 


bake Mae ee 


ey 


“eee ligapd ge odd Ee noitarece wee -r 
i oe Cay ues ili 
ot Bae ¢9dg Peiehiy” atat 26 sadtgaba ost t0%.4 


Cteteteate ans etices OViad: so fgitsnaad oats tas 
te. wotssgeqy bar 3 oz rota Rist 
ROLE SS “WP eats 


xewot eas 


tot? radios an: tira tay neat ‘od ott, 


wrbeblys wt iteusoate toPtbak | ahegegie | ae bexkes 


fake “ys ‘feta: Glad Ende oy re beoteneot' , oe 


o? yar yee et hobwetti foe saw goa’ a vine ota 
CSR tee: Ooi vo FHKE KGS w ela My wwe 4 


#2 wie Ce ie ig? 


MORRR RS) weet wLe rd etéledvate pay Se welfeadd 


webna Yldeexts be taxeed cotta aig 
obit degtay Bee toyouged af 
Ou OS WNROEEE Cott meen th ot gu tH Beet g, | 
odd tered VA ‘omni t0l biddes Samoa ote at 'p 

MOO de. costes 


fe Exbiqus sey tote gag ad bee sii, a i 


We asia eS HOLVedego agg Siebiees Bed ‘wipe, 
Wake sistasy wee Y 


Si«3 su Samet byt ecg 


v OME Of we welling tous Vaaanded a 


etd fan déckaeg’ 5 ‘bareategoo oe | 
oh bees B98 Oba hey et Yenow eitities 44 
Seats eis ccag WK 
LOPGR wer hee g 


ocHiesidReg wid kt 


WSF Mey Pekee Bie iouay 
thyed gery 


tisecapasew ¥5. 


Pbbieiiabins ‘Slee ty as! 
ORS : neane rat: om 


YDRO-ELectRIC Inquiry ComMIssIoN 
| Summary 


PY FOR ENCLOSURE TO 
57 


 Zegislative authority should be given in the form af an 
amendment to the Bydro-Blectric Railway Act. 

, While it did not come out in evidence it would 
appear that Little or no consideration was given to the fact 
that when the City of Windsor purchased its local distribution 
‘eystem for the sum of $190,000.00 that bonds against this syatem 
ineluded in the total outstanding amount of 789,000.00 con- | 
gtitutea @ first lien on this property and that while such bonds 
were outstanding the City of Windsor was in the position of 
having paid $190,000.00 for a property against which the bond 
holders had a first mortgage. It is pointed out that in this 
way the City of Windsor was place:: in the position that the 
bond holders could hate1 \redithe redemption of their bonds 
at amy time, inasmuch as the local distribution system originally 
formed part of the Sandwich, Vindsor and Amherstburg Railway 
Company Limited, and on this ceasing to be a part of such 
‘eoupany, the face ralue of the bonds immediately became 
aollectible. Ye are advised however, that the outstanding 
bonds were all redeemed in December ef Ilast year, ¢o that there 


is no possibility of this situation now arising. 
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